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INDEPENDENT AUDITORS REPORT
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CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholders

Oak Tree Securities Inc

Livermore California

Report on the Financial Statements

We have audited the accompanying financial statements of Oak Tree Securities Inc the Company
which comprise the Statement of Financial Condition as of April 30 2014 and the related statements of

operations changes in equity and cash flows for the year then ended that are filed pursuant to Rule 7a-

under the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes

the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on theses financial statements based on our audit We

conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly we express no such opinion An audit also includes

evaluation the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

professlo service



Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Oak Tree Securities Inc as of April 30 2014 and the results of its operations and

its cash flows for the year then ended in accordance with accounting principles generally accepted in the

United States of America

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The information contained in Schedule is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 7a-5 under

the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the

financial statements The information in Schedule has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including comparing

and reconciling such information directly to the underlying accounting and other records used to prepare

the financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our opinion

the information in Schedule is fairly stated in all material respects in relation to the financial statements

as whole

loT1 4ecv b4i
CROPPER ACCOUNTANCc CORPORATION

June 24 2014
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OAK TREE SECURITIES INC

Statement of Financial Condition

April 30 2014

ASSETS

Cash in bank 200094

Deposits with clearing broker 17314

Total cash 217408

Investments in mutual funds 21071

Investment in National Due Diligence Alliance 8571

Commissions receivable 61504

Rep receivables 9567

Total assets 318121

LIABILITIES AND SHAREHOLDERS EOUITY

Liabilities

Accounts payable 6299

Commissions payable 37158

Deferred income tax liabilities 5888

Current income tax liabilities 1539

Other current liabilities 561

Total liabilities 51445

SHAREHOLDERS EOUITY

Shareholders equity

Common stock

Class 100000 shares authorized 1000 shares issued 100

Class 100000 shares authorized 240 shares issued 6000

Paid-in capital 26862

Retained earnings 233714

Total shareholders equity 266676

Total liabilities and shareholders equity 318121

The accompanying notes are an integral part of these financial statements
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OAK TREE SECURITIES INC

Statement of Operations

For the Year Ended April 30 2014

Revenue

Fees and commissions earned 1493914

Investment income loss 1397

Other income 44857

Total revenues 1537374

Commission and brokerage expense 1254481

Gross profit
282893

Expenses

Clearing charges 32323

Insurance 4974

Telephone and communication net of reimbursements 1958

Regulatory fees net of reimbursements 6033

Professional fees 75148

Office expense 1059

Outside services 21339

Printing and delivery 702

Due diligence 1662

Meals and seminars 33791

Other 6907

Total expenses 185896

Income before income tax expense 96997

Provision for income taxes 23669

Net income 73328

The accompanying notes are an integral part of these financial statements
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OAK TREE SECURITIES INC

Statement of Changes in Shareholders Equity

For the Year Ended April 30 2014

Common Stock Paid-in Retained

Class Class Capital Earnings Total

Balance-April3O2013 100 6000 $26862 160386 193348

Net income ______ 73328 73328

Balance April 30 2014 100 6000 26862 233714 266676

The accompanying notes are an integral part of these financial statements
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OAK TREE SECURITIES INC

Statement of Cash Flows

For the Year Ended

For the Year Ended April 30 2014

Cash flows from operating activities

Net income 73328

Adjustments to reconcile net income to net

cash provided by used in operating activities

Gain in fair market value of investments 506

Changes in operating assets and liabilities

Increase in commissions receivable 21454
Increase in representative receivables 6193

Increase in prepaid expenses 2985

Increase in commissions and accounts payable 21849

Decrease in deferred revenue- sponsor fees 34790

Decrease in income taxes payable 7703
Decrease in deferred taxes payable 5234

Increase in other current liabilities 561

Net cash provided by operating activities 45697

Cash flows from investing activities

Purchase of investments 8376

Net cash used in investing activities 8376

Net increase in cash 37321

Cash at beginning of year 162773

Cash at end of year 200094

Supplemental disclosure

Income taxes paid including estimate payments 26138

The accompanying notes are an integral part of these financial statements
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OAK TREE SECURITIES INC

Notes to Financial Statements

April 30 2014

General Information and Summary of Significant Accounting Policies

Description of Business

Oak Tree Securities Inc the Company is registered as broker and dealer in securities with the

Securities and Exchange Commission SEC and the Financial Industry Regulatory Authority

FINRA It transacts trades in equity securities through other brokers on fully disclosed basis

and receives commissions therefrom In addition commissions are earned on sales of limited

partnership interests mutual funds and other interests Certain operating expenses are partially

reimbursed by commissioned representatives such as regulatory fees insurance and telephone and

communication expense

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting wherein income is

recognized as earned and expenses are recognized when incurred Commission revenue and the

related commission expense is recorded on the trade date of transactions

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect

certain reported amounts and disclosures Accordingly actual results could differ from those

estimates

Cash and cash equivalents

The Company considers all highly liquid financial instruments purchased with an original maturity

of three months or less to be cash equivalents

The Company maintains cash in one bank and one savings institution with FDIC insurance of up to

$250000 each An additional deposit was maintained with clearing broker which is insured by

SIPC

Fair Value Measurements

Fair Values are based on quoted market prices when available In instances where there is little or no

market activity for the same or similar instruments the company estimates fair value using methods

models or assumptions that management believes market participants would use to determine

current transaction price These valuation techniques involve some level of management estimation

and judgment which becomes significant
with increasingly complex instruments or pricing models

Where appropriate adjustments are included to reflect the risk inherent in particular methodology

model or input used

-7-



OAK TREE SECURITIES INC
Notes to Financial Statements

April 30 2014

General Information and Summary of Significant Accounting Policies Continued

Fair Value Measurements Continued

GAAP establishes hierarchy for inputs level and inputs as defined used in measuring

fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs

by requiring that observable inputs be used when available Observable inputs are inputs that market

participants would use in pricing the asset or liability developed based on market data obtained from

sources independent of the reporting entity Unobservable inputs are inputs that reflect the reporting

entitys assumptions about the assumptions market participants would use in pricing the asset or

liability developed based on the best information available in the circumstances Accordingly the

fair value hierarchy gives the highest priority to quoted prices unadjusted in active markets for

identical assets or liabilities and the lowest priority to unobservable inputs In certain cases the

inputs used to measure fair value may fall into different levels of the fair value hierarchy In such

cases for disclosure purposes the level in the fair value hierarchy within which the fair value

measurement in its entirety falls is determined based on the lowest level input that is significant to

the fair value measurement in it entirely

The three levels of inputs within the fair value hierarchy are defined as follows

Level Quoted prices unadjusted in active markets for identical assets or liabilities that

the entity has the ability to access as of the reporting date

Level Inputs other than quoted prices included within Level that are observable for

the asset or liability either directly or indirectly through corroboration with observable

data

Level Unobservable inputs such as internally developed pricing models for the asset or

liability due to little or no market activity for the asset or liability

Additionally U.S GAAP requires enhanced disclosure regarding instruments in the Level

category which have inputs to the valuation techniques that are unobservable and require significant

management judgment See note Investment in National Due Diligence Alliance for additional

information

Income taxes

When appropriate deferred income tax assets and liabilities are provided for differences between the

tax basis of an asset or liability and the reported amounts in the financial statements brought about

because the Company files income tax returns on the cash basis

Depreciation of fixed assets

Furniture and equipment costing $13683 was depreciated on straight-line basis over five years and

was fully depreciated at April 30 2014 There was no depreciation recorded for the year ended April

30 2014

-8-



OAK TREE SECURITIES INC
Notes to Financial Statements

April3O2014

Net Capital Requirement

As registered broker and dealer in securities the Company is subject to the Securities Exchange

Commission Uniform Net Capital Rule Rule 15c3-1

The Companys ratio of aggregate indebtedness to net capital as defined in the Uniform Net Capital

Rule was approximately .18 to at April 30 2014 Aggregate indebtedness and net capital change

from day to day The Company is required to maintain ratio of less than 15 to

At April 30 2014 the Company had net capital as defined of $247063 which exceeded the

minimum requirement of $5000 The Company must maintain minimum net capital of 120% of

the minimum required capital to avoid interim reporting requirements

Exemption from Rule 15c3-3

The Company is exempt from certain provisions of Rule 5c3-3 since it does not clear transactions

in securities or hold customer funds or securities The Company carries no margin accounts and

promptly transmits all customer funds delivers all customer securities and will not otherwise hold

funds or securities of customers

Cash Deposit

Consistent with industry practice the Companys clearing broker Wedbush Morgan is holding

$17314 as deposit for unpaid security transactions

Investment in National Due Diligence Alliance

During the year the Company purchased one seventh 1/7 interest in the National Due Diligence

Alliance Non-Profit Organization the Alliance at cost of $8571 The cost was based on the

book value of assets held by the organization The intent of management is to hold this investment

until the termination of the Alliance This investment is difficult to value and falls within the Level

category for Fair Value Measurements as discussed in Note

Commitment

The Company has one-year commitment of $5500 per month which was renewed on January

2014 for management services

Income Taxes

The Company reports its income on the cash method of accounting for income tax purposes and uses

the accrual method of accounting for financial statements The statements include income and

expenses generated by commissions receivable from investment companies and commissions

payable to Company representatives which are not reported for tax purposes until the cash is

received or paid These differences create timing differences between taxable income and financial

statement income

-9-



OAK TREE SECURITIES INC
Notes to Financial Statements

April 30 2014

Income Taxes Continued

The Company files income tax returns in the U.S and California The Company is no longer subject

to U.S federal or state income tax examinations by tax authorities for years before 2010

The following is the computation of income tax expense

Common Stock

Income Tax Expense California Federal Total

Net income before income taxes 96997 96997

Less prioryear California Franchise Tax 5906

Deductions not allowable

Non-deductible portion- meals entertainment 352 352

Deferred tax items

Increase in accounts receivable 15261 15261
Decrease in prepaid expenses 2985 2985

Decrease in accounts payable 29095 29095
Increase in commissions payable 16155 16155

Unrealized gain on investments 1464 1464

Taxable income 73597 67691

Income tax thereon current 6506 11929 18435

Deferred income tax provision 2055 3179 5234

Total income tax expense including deferred 8561 15108 23669

The Company has two classes of common stock Class shareholders one are entitled to vote for

two directors and Class shareholders currently are entitled to vote for two directors

Threatened Litigation

The Company has been threatened with litigation arising from the normal course of business

however no formal written claim against the Company has been submitted as of June 24 2014

10 Subsequent Events

Management has evaluated subsequent events through June 24 2014 the date on which the financial

statements were available to be issued

-10-
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OAK TREE SECURITIES INC

Schedule

Computation of Net Capital Under Rule 5c3-1

of the Securities and Exchange Commission

April 30 2014

Shareholders equity 193348

Assets not allowed for net capital purposes

Receivables from reps

Investment in National Due Diligence Alliance

Total unallowed assets

Less haircut on marketable securities

7.0% of $21071 Mutual funds haircut 1475

Total reductions in net allowable assets 1475

Net Capital 191873

Minimum net capital required 2/3% of $45557 aggregate

indebtedness or the minimum of $5000 5000

Net capital in excess of requirement 186873

Ratio of aggregate indebtedness $45557 to net capital of $247063 0.18 to

required to be less than 15 to

Aggregate Net

Indebtedness Capital Ratio

Focus Report as filed 72885 218990 0.33 to

Net decrease in accounts payable audit adjustments 34500 34500

Increase in commissions paybable audit adjustment 5980

Increase in commissions receivable audit adjustment 5083 5083
Increase in income taxes paybable audit adjustment 1539 1539
Increase in deferred tax liability audit adjustment 5234

Other miscellaneous liabilities 560 560

Error on Focus Report as filed 10 10

Rounding __________

Adjusted amounts above 45557 247063 0.18 to

Deferred taxes payable excludable

Total liabilities per Statement of Financial Condition 45557 247063
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT ON INTERNAL

ACCOUNTING CONTROL REOUIRED BY SEC RULE 17a-5

To the Shareholders

Oak Tree Securities Inc

Livermore California

In planning and performing our audits of the financial statements and supplemental schedule of Oak Tree

Securities Inc the Company for the year ended April 30 2014 we considered its internal control

structure including procedures for safeguarding securities in order to determine our auditing procedures

for the purpose of expressing our opinion on the financial statements and not to provide assurance on the

internal control structure

Also as required by rule l7a-5glof the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in rule 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under rule 7a-3a1 and for determining

compliance with the exemptive provisions of rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal control

structure and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits and

related costs of internal control structure policies and procedures and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of an internal control

structure and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in accordance with

accounting principles generally accepted in the United States of America Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

professi service
12



Because of inherent limitations in any internal control structure or the practices and procedures referred to

above errors or irregularities may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of perfonning their assigned functions to prevent or detect misstatements

on timely basis signflcant deficiency is control deficiency or combination of control deficiencies

that adversely affects the entitys ability to initiate authorize record process or report financial data

reliably in accordance with generally accepted accounting principles such that there is more than remote

likelihood that misstatement of the entitys financial statements that is more that inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of the internal control structure would not necessarily disclose all matters in the internal

control structure that might be material weaknesses under standards established by the American Institute

of Certified Public Accountants However we noted no matters involving the internal control structure

including procedures for safeguarding securities that we consider to be material weaknesses as defined

above except for the following item

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at April 30 2014 to meet the SECs objectives

This report is intended solely for the information and use of the shareholders and management of the

Company the SEC FINRA and other regulatory agencies that rely on rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

CROPPER ACCOUNTANCY CORPORATION

June 24 2014

Walnut Creek CA
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

To the Board of Directors

Oak Tree Securities Inc

Livermore California

In accordance with Rule 7a-5e4under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Transitional Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended April 30 2014 which were agreed to by Oak Tree Securities Inc and the

Securities and Exchange Commission Financial Industry Regulatory Authority and SIPC solely to

assist you with the applicable instructions of the General Assessment Reconciliation Form SIPC-7
The Companys management is responsible for Oak Tree Securities Inc.s compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The sufficiency of

these procedures is solely the responsibility of those parties specified in this report Consequently we
make no representation regarding the sufficiency of the procedures described below either for the

purpose for which this report has been requested or for any other purpose The procedures we

performed and our findings are as follows

Compared the listed assessment payments in form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the fiscal year May 2013

through April 30 2014 as applicable with the amounts reported in Form SIPC-7 for that year

noting one immaterial difference of $1950 which resulted in an understatement of $4.88 for the

general assessment as calculated by Form SIPC-7

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting one small difference of $4178 which resulted in an understatement of $10.44 for

the general assessment as calculated by Form SIPC-7

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers noting no differences

Compared the amount of the current assessment with the Form SIPC-7 on which it was originally

computed noting no differences

We are not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion of compliance Accordingly we do not express such an opinion Had we
preformed additional procedures other matters might have come to our attention that would have been

reported to you

-__
professio service
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This report is intended solely for the infonnation and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

CROPPER ACCOUNTANCY CORPORATION

June 24 2014
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This form and the assessment payment is due 60 days after the end of the fiscal year Retain the Working Copy of this forr
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2c Deductions

Revenues from me distribution of shares at registered open ed investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

12 Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

4i Reimbursements for postage in connection with proxy solicitation

Net gain from Securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

iii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising ana legal fees incurred in connection with other rerenue

related to the securities business irevenue defined by Section 19il of the Act

iB Other revenue not related either directly or indirectly to the securities business

iSee Instruction

i.e-W L1 cL aIO
iDeductions in excess of $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART hA l.ine 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income $________

lii 40% of margin interest earned on customers securities

accounts 40% oh FOCUS line Code 3960 $_______

Enter the greater of line or Ii

Total deaucions

2d SIPC Net Operating Revenues

2e General Assessment .0025 17

69 7c
5-

ito page line 2.A.J

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for fiscal period

beginning 20L
ac ending .j Ic

Eliminate cents

item No
2a Iota revenue FOCUS Line 12Parl 11 line Code 4030 .1iq 395/

2b Additions

11 Total revenues from the securities business of subsidiaries iexcept foreign subsidaies and

predecessors not included above

2i Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in Irading accounts

Interest and dividend expense deducted in determining item 2a

.t loS from management of or participat in the underwriting cr strbtr of sCcurieS

61 Expenses other than advertising printing registrafion fees and legal tees deaucted in determining net

profit
from management of or participation in underwriting or distribution at securities

71 Net loss from securities in investment accounts

Total additions


